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FOREWORD

A study of the fundamental purposes and effectiveness of compensatory
education was mandated by the Education Amendments of 1974. The Congress
\made the National Institute qf Education (NIE) responsible for investiga- _
. 'ting both the Title I program of the Elementary'and‘Secondary Education
Act of 1965° (ESEA) and similar programs funded’ by some of the States,

The legislation authorizing the NIE study does not specifically
"define "compensatory education," but the ESEA Title I declaration of
policy has sometimes been considered a useful guideline:
. In recognition of the special -educational needs of
children of low-income families and the impact that
‘concentrations of low-income families’ have on the .
ability of local educational agencies to support ade-
¢ quate educational programs, the Congress hereby ,
. declares it to be the policy of the United States to
‘ provide financial assistance (as set forth in the
following parts of this title) to local educational
agencies serving areas with concentrations of children
from low-income, families to expand and improve their
educational programs by various means (including pre-
school programs) which contribute particularly to
meeting the special educational needs of educationally
deprived children. [Section 101, ESEA] 8
. ESEA Title I is the larges} Federal program for elementary and —_
, secondary education; more tHan $20 'billion have been appropridted for -
. the Title I program in its first 13 yedrs (fiscal years 1966-78), and
v. 2’the fiscal year 1979 appropriation would be $2.735 billion under the pro-
. f v{siqns of P.L. 95-205 (Continuing Appropriations, Fiscal Year 1978). The
fiscal year 1979 Administration budget proposal includes a Title I request
oj for $2.979 billion for fiscal year 1980, plus $400 million for proposed
" " additions to the Title I legislation.

_

T ’ Compensatory education programs in nearly 90 percent (about 14,000)

. of the Nation's gchool districts, plus some 240 Bureau of Indian Affairsg
(BIA) schools, are funded* through Title I. Approximately five million
public school children, 225,000 private school children, and 31,000 BIA
schoo} children participate in these programs. .
b4 L
. In its report of December 1976, the NIE found that 16 States operated
, compensatory education programs during the 1975-76 school: year, with a

& funding level of $600 million ("Evaldating Cobpensdtory Education,”

o

-

P III-13)0 "v . . . , , S '
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AN ANALYSIS OF "TITLE I FUNDS ALLOCATION:\ THE CURRENT FORMULA'™ :

L}

This report by the National Institute of Education (NIE) is one of

six constituting the September 30, 1977, interim report to the President

' 2/
and the Congres's on a comprehensive .study of compensatory education.

The NIE study has identified three specific "fundamenti{ purposes' of >

VTitle I of the Eleﬁentary and Secondary Education Act.(ESEA): .
(1) To. provide financial assistance to- school districts in
v . relation to their numbers of low-income children and,
within those districts, to Ehg schools with the greatest
numbers of low-income children; *
. /

!

(2) To fund special services for low-achieving children in

the poorest schools; and .

.

(3) To contribute to the cognitive, emotional, social, or
physical development of participating studgnts.3/

The focus of this NIE report is on the: first of these objectives —- the

¢
'

allocation of funds. . °.

- This analysis contains‘a'summary of findings, recommendations, impli-
, cations, research limitations, and context of the report,

s . > ”

£

‘ 4 , P ‘
1/ U.S.” Department of Health, Education,. and Welfare. National Institute

of Education’. 'Title I Funds Allocation:* The Current Formula,
. Wa&hington, September 30, 1977. . - -
2/ The six parts of Eﬁz September 1977 interim report describe selected .’ ° .
agpects of the overall NIE study] including the allocation of funds,
Comperdsatory education services, student development, and the admin-
istration of compensatory education programs::’Gneate;_detail about,
1 the scope of the ptudx/‘the interim reporty-and the bil{s introduced

in the 95th -Congress to extend Title I may be found in .Section V of -
. this analysis, ., _ . o) g _ '

3[ U.S. Department of Healthb‘Educatiop,and Welfare. 'National Institute of 7

’ ;-

! - * Education. Eygiuaping Compensatory ‘Education ? Washingtod, -
¥ " Pecember 30, 1976. p. xiji. oL ‘ Lo
U # -

.
- . . .
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I.' Summary of Findings . : .
. . RV
“Title I Funds Allocatyen: “The Current Formula“‘describes the

)

Title I formula and its effectiveness in allocating Federal .education .

-

A}

funds, and analyzes some alternatives to the current formula. The NIE
discussion is limited to basic grants to school districts — accounting

for 81 percent of the total Title I appropriation —- and does not

‘ .

e I3 - ~ . . I3
include Title I funding for® State agency programs, State administration,
\ N ¢ 0 I3 I3 -
Puerto Rican schools, Buteau of Indian Affairs, and outlying territbries,
N \)

as well as Part B special incentive grants. Allocation formulas for

State compensatory educatio;~brograms are also excluded from the NIE

3

.

&

The report shows that Federal financial assistance has, in generg},

_been allocated on the basis of the number of children from low-ingcome
I3 A * 4 » - .
'families, and to that extent, the ESEA Title I allocation process is

operating properly. The findings are based on data from the census of

N

population, on Title I program data, and % various surveys of school

districts. . . v

~
-

\
A. The Title I Allocation Formula

As described in the NIE report, allocations for Title I basic grants

_to school districts are determined first for counties, then for school
B -
districts within counties, and, finally for eligible schools or attendance

.

]

areas within school districts.

L)

Coﬁnty entitlements are determined by a Federal formula that multi-

. -
L3

I4

plies the number of eligible children times a i?St factor. Eligible

children are rhe number of children aged 5 to 17 Xrom families in perrty

N - . /\'
“
7 - 2
P
'

.
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as counted in the 1970 census of population ("Orshansky chfldren“) plus
two-thirds of the nuuber of chlldren aged 5 to }7 from families recelv—

ing payments above the currént poverty level from the Aid .to Families

vith Dependent 'Children (AFﬁC) program, plus the number of children aged

”, '

, 5 to 17 uho live in foster homes or in 1nst1tutlons for neglected or

‘delinquent chlldren. The cost factor is 40 percent of each State 8
. {

average- per pupil expendlture (APPE) , except that no Staféﬂs APPE shall
be calculated at less than 80 percent nor more than 120 percent of the

national APPE for purposes of the Title I cost factor. .

y
- N : -

. o
Count? allocations are equal to coq%ty entitlements if appropri-

ations are suff1c1ent to fully fund the Title I program>\ If appropria-

tions are not suff{tment (as has been the case since the first year of .

7
.

the Title I program), all count] ent1tlements are proportlonally reduced

except that no county may’ receive less than 85 percent of its previous

- year's allocation.’ . \‘/

-

School district sllocations are the  same a}% for counties in the
-~ four States plus the Dlstrlct of Columbla vhere the boundarles of coun—
ties and dlstrlcts are identical. In the renalnlng 46 States, bound-
aries are not coterminous and States must allocate the funds of.each

county to the dlstrlots within the county, Thése ‘allocations must be
' Al
L4 ’
. donf on an "equitable basis" in accordance’ with ctiteria prescribed by

.
13

the ¥.S. Commissioner of Education. . v

a . - -

Allocations to schools or attendatcenareas are determlned by the -

o

schooL/dlstrlct in accondance with Federal and State regulations and

guldel;nes" The district identifies eiigible schools on the basis of
- N -4

ne .

. poverty criteria, decides which of the eligible.schools vwill regdive

.. |
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funging ("target schools"), identifies categories of children that are -

eligible to be served on‘the basis of 'educaticnal deprivation, aﬂd

. l’ . . .
. selects the students who.will rece€ive services from among those eligible.

»
+

in sum, the Title I allocation formula can involve as many as four
sepa}ate steps: : . & -

(1) the determination at the Federal level of county allocations,
based primarily on‘poverty criteria;
(2) the detern1nat1on at the State level of school district allo-
. cations within count1es, based on poverty criteria that are
~ frequently different from those used’in the first step;

(3) the determination at the schoo} district level-of eligible
schools and, among those, target schools, based.on poverty
criterid or on educational need; and J

(4) the determination at the school district level of the students
to receive gervices, based on educational need and irrespective
of poverty criteria.

B. The Effects of the Current Formula
¥ ) ~.
The NIE report examines the effects of the current Title I‘gllocation
\ ] C . . .
formula; the findings are organized in this analysis by the distributional .

congequences of the allocations for counties, school districts, "and eli-
. v + . .

gible and target schools.

,f At the codhtz Ie§e1 the report shows that allocations intrease as’

the nunber of eligible ch11dren per county increases. Central cities and

4 P v

.rural places in nonmetropolitan areas- receivé the largest shares of Title~

. a . .
I funds, and anong the four census regions (Northeast, North-Central, - L
South, and West), the Southern region receives ‘the most dollars per school-

‘aged child, .but urban areas and the Northeastern regioh receive the most

' . oy ~ . , ‘. T .

dollars per child eligible for Title I. Allocations per eligible child -
’ . L] . N .

. * . . ’ N . - . . .
are lowest in counties with gyb very highest concentrations of eligible

9 -
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children. For exampleJ in counties with more than 50 percent of the

-

children eligible under the Title 1 formula, the average Title 1 altoca-

[
\

tion is $164 per eligible child. 1In comparison, the nat10na1 average is

$193 per ellglble Chlld, and the fqgure is hlghest for centbg»l cities in
4/
the Northeastern region at $238 per eligible child. Variations in the

cost factor account for these differences.

At the school district level, the NIE report indicates that not

all; States usﬁ the same method for determining allocations. Of the 46

.

States where county and school district boundaries are not coterminous,

hd

24 States replicate the county allocation formula, while the remaining

22 States use different formulas. Foutr States were found that pooled
o .

> . . . : . : 5' .
the county allocations within each State-and determ’ined school district
allocations directly — regardless of county allodations ard in apparent

s 5/ .
v1olat10n of the ba81c Title I legislation. Many States apparently

-

have some difficulty in flndlng timely and accurate data suitable for
determining dlstrlct_allocatlons, and the problems are p0881b1y com—
.pounded by the lmperfect match among children from poverty famil ies,

AFDC families, and minority families, iiggrdlng to the NIE report.

The report examines the relation between Tltle I allocations and °

y . .
varlous expendlture and wealth variables. Local expendltures per
" pupil are anal yzed statiétically to ascertain the extent to which
x Iy d
7 .
- 4/ U.S. Department of Health, Education, and Welfare. National
Institute of Educatlon. ‘Title I Fundg Allocatlon The
Current Formula, p. 11~15.
5/ 1bid., p. 44, ° 'j
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Title I dollars have been uséd by the districts for additional spending
. N '/ . ", . _ i
and the extent to which the Federal funds have displaced local expend-
6/ - .
itures, for example, through tax relief. - Accofding to the report,

several Title I.provisions, such as regulations for maintenance of
effort and comparability, are-intended to guarantee that grants are

. ry M
to be used to raise local 'spending. The report states fhac, "while it -~

¢ \,

: l
is impossible tp determine the exact impact of Tikle I dollars, clearly

- . 1

about $wo—thirds of Title I grants are used. for addjtional spending."
~ ‘ , ’
These findings show only.how, by.statistical criteria, Title;I funds

.
4

-affected budgets of schoo] dkstricts; they'do not indicate the amount of
™~ .
. funds spent on compensatory education programs and services.’

The redistributive ard equalizing effects of Title I allocations
L

are also exapined in the NIE report. Districts were ranked by the per-,

\

centagé of pupils in poverty.” It was found that 'districts in the
. . . ¥ . o s . .
s quartile with the greatest concentration of poverty children received
. X N
five-and-one-half times as much Title I aid per pupil in average daily

N [ 4 3 ) o.‘ -
membership as districts -in the lowest quartile -- a gatlo considerably

mote redistribufive than either other Federal programs or State aid pro-

_8../ '.
grams

6/ 1bid., p. 83-88. : - ;
/ 1bid., p. 85. Two analysés were made, using different statistical
. models and producing somewhat different results. A foqtnote to.
" the quotation indicates, that, "a true value between 57 cents *
and 72 cents would be consistent” with either estimate of the
additional spending from a dollar of Title I aid.

- 8/ * Ibid., pp. 92-94.

-

4
°

.
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’ L4 !
‘ ‘ t .
In -an analysls of theé equalizing effects\qf Tltle 1, districts

were ranked by revenue per pupil from State and local sources. ‘T1t1e 1

funds per pppil in districts in the lowest rewenue quartile were foggp

to be elightly higher "than in districts in ‘the highest revenue quartile,
. . .o

showing that Title I'may have'a moderately equalizing effect, However, .

\

.y cN . . o .
the data are not entirely consiste t'; in one of the years studied, dis--

- - ( : \

tricts in the uppes half received shore per'bupil than those in the lower

9/

At the school level, 68 percent of all schools in Title I districts "

4 -

were reported as eligible for services, and 94 percent of these were
10/
g&ﬁected to recegve services: Select1oq criteria used by échool- dig-

tricts included poverty data, AFDC data, and ¥ree school lunch data;

‘several sourves of data frequently were used in combinatit An NIE sur- .,

vey-of Title I school districts indicates that districts ap
( ’ ,... < .

wldely varying methods and great discretionin the allocat1on of funds to’ o

target schools.

. R
. . -
- k] “ -3 _ ‘
e 2 ¥ L4

- v [ N

C. Possible’ Changes in tRe.Allocation of Title I Funds ,

x,

"The NIE report estimates the effects of possible changes in the Title* ’

I allocation process, ‘including changes in the cost factor, the count1ng b

of eltgible’ children, the Baslc def1n1t10n of .poverty, and _the district

}

4
» . « -
.
g . b

. -

Two ohanges in the cost factor are confidered Pl uniform factor and
—_— . -

1 ) 5 e N . 3
. -, . v ‘d . -
9/ 1Ibid., pp. 9%4-98. T T . \F\
To/ Ib1d., pp. 60-64. o C ~
s- nﬁ ~ . };‘
1] - N 12 \ - ”
- - R R -~
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an unlimited factor. = The uniform factor would entitle all States

.

at the national ‘average per pupil expenditure (APPE), and the ~unlimited “

N

factor would entitle all Statés\at their own APPE, ‘regardidss of the -

national average. In comparison with‘the current cost factor, the
. . . '.o ’ ‘—‘.‘_ .' N
application of the uniform cost factor would ;esuff in a l4 percent

> ~ i

gain in allocations for the Southern region at the expense of the other ‘

three regions, most notably the Northeast, -where an 18 percent loss

would occur. The explaﬂation for this shift is that the South, with
.som; of the lowest State APPE's, gains through the use of the national’

AP?B, vhiie'the Northeast, with some of the highest State APPE's, is
N

'Y

brought down to the national average. Conversely, the unlimited cost.

'
¢

, *  factor would benefit the Northeast with a 19 percent gain‘in allocations,

+

while the other regions would lose, especially the South with a 10 per-

«

cent loss. Large gentral cities in general would lose through the
P

uniform factor but"would gain Nom the unlimited factor, while most non-
! : . . .

metropoiitan,ateas would'be changed in the opﬁbﬁite direction,

£

—

-— The report’ analyzel the effects of some possxble changes in the

counting of eligi ble children im the current allocations formula. The

Orshansky chxldren account for 90 percent of all ellglble chx%dren in

- 4
N

- the gurrent formula, If the formula were based solely on Orshansky chil-
/\\ z

. " dren, the report claims that both central ‘city and suburban areas would
. . . i . . 12/
t 1lose some of their allocations,”and nonmetropolitan areas would benefit,

¥ ‘ 11/ Ibid., pp. 34-39 : ¢
' ‘I:y Ibid., pp. 26-30. __—




- CRS-9 ' .

N
° a

.

4 If the fotéula were based only on school-aged population, the suburban

- : . L TN . A

areas would'péd%flt, and both central city and nonmetropolitan areas

\ " . - e ~

. would, lose in comparison with the current formula. - \

Changes in counting AFDC children are also investigated in the
13/ \ . :

report. Natiénwide, these Zhildren account for about seven percent
.o Q ’ !

of all eligible cﬁildren, but they are not evenly distributed. Five

States -~ New York, Michigan, California,*Illinois, and Pennsylvania — x |

account for approximately 25 pergent of all eligible children, but they

.

account for about 75 percent of all AFDC children. If the eligible AFDC

children were fully counted in the formula (instead of the current two-

2

thirds.count), the%e States and the urbanized areas within them would
4 . -
"gain additional funds at the expense of other areas. Conversely, if the
p ‘
f . . . . Coc .
AFDC children were omitted entirely from the formula, these States and

(e
L]

areas would have a decreased .share of the allocations.
The report investigates the effects on a regional basis of omitting
foster children and children in institutions for the neglected or delin- :

‘.4 quent.' The consequeinces are reported to be similar to the omission of
AFDC chitdren, although the amount of.Zitle I funds involved is not as
14/ ‘
great . .

-

Séveral studies on the basic definition bf,pover:y have been under-
. 15/

taken recently, and the. report summarizes the various findings. These

-

"studies were partially based on criticism that the Orshansky poverty counts «
] L , )

”

13/ 1bid., pp. 30-34. . -
/ Ibid., p. 34. U ) , ©

/ Ibid., pp. 65-81. _ . - '

14
1

o
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were out of date,, and that the Orshansky index poorly measured poverty

as'bell. "The current Orshansky count is based on 1969 income reported

in a sample of the 1970 census of population. Although.the Orshansky-

measure itself had been adjusted by changes in the consumer price index
and by other methods to reflect a poverty standard for 1969, one of the

components of the measure —- the ratio of food to nonfood needs of a

9

family at the poverty line — was last estimated in51955.

An attempt to update poverty counts.by State was undertaken by the
Bureau of the Census by means of the Survéy of Income and Education (SIE).®

In 'a survey of 151,000 households in 1976, the SIE found that the number

¢ I

of children from families in poverty had decreased almost eight percent

fron the 1§70 census figure. However, the Current Population Survey (¢ps),

»

also conducted by the Bureau of the Cénsuh, estimated the number of chil~"

]
-

dren in poverty in 1976 to be over six percent greater than the 1970
figure. The CPS does not make estimates for States, and unes_different
methods and sampling techniques. The SIE also found significant shifts

in the distribution of poverty since 1970 — the Southern region and

. -
R, S, “

the' West North-Central States declined in their share of poverty, while

the Northeast and Great Lakes regions increased. The mnjot drawback

in using,ihe éIE data for Title I allocations is that the estimatgs

of poverty can be used onl} at the State level; “the sampi% is too small

for county level or school districf level allocatiqns; according to

the NIE re;;ort. . o ' ‘ . .o
Other studies have calculated the number of persons in 1970 that would

be classified as "poor" under revised poverty definitions. One modification
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%

would simply increase the income level for the'poverty cutoff“by a
fixed percentage. A level of 150 percent of the original level would

, .
increace the share of poverty thus defined in both the Northeast and

North-Central rvegions by about 1l percent and decrease the South's

1

share by about 9 percent. The West would be relatively unaffected.
The 150 percent level also would increase the share of poverty in sub-
urban areas, while decreasing the central city and nommetropolitan

shares of poverty.

s -

- Other suggested modifications to the Orshansky measure- have
included: additional adjustments for family size, changes in the cost

of a family's basic dietary needs, changes in the ratio between food

———

and nonfood items in the minimum family budget, elitiination of the dis- ’ ‘
1

tinction between farm and nonfarm families, geographic distinctions, and |
|

'"in-kind" income (i.e., income in a form other than,cash). The report

[ 4
summar izes these and other changes, and discusses the merits of using . B

. v

. . & .o |
some of them in an allocations formula. It indicates that no consensus

has been reached gn the potential benefits of the modifications and that
none of them would produce basic pove}ty counts at the counfy level thag
would be\éore recent than the 1970 census of population. _ .
. ¢ The report discus;es four alternatives to the current process of

5. - . 167/ . N
district level allocations. These alternatives are presented as

possibilities that might reduce the inconsistent treatment of district
8 ’ . -

5

16/ Ibid., PP, 48-53. . . ‘ S

P
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,

‘allocations in some States and might increase the timeliness and’ accu- T (
\ ' . .
racy of data used by States in making allocations. The four possibil-

ittes include: - T ‘

e " ~p W
1. Subcounty allocation, where States would be requiré?‘to use
a single, \nationally uniform formula for district@;@locations;
, . : w .
2. Substate alpocation, which ould omit the calculation of

coynty catioms, but require States to use a nationally

uniform formula for district allocations; .

3. Direct (national) allocation, where the Office of Education
would calculate district allocations by a nationally yniform
formula based on data collected by the States; and

{
4. Myltiple formula subgtate allocation, where the Office of Edu-

. cation would only cakgulate State grants, and the States would
N e W;\,.“ . ¢
select a formuba for di'strict allocations,

In States with coterminous counties and districts, these alternatives

. R
would have little impact. In the remaining States, the effect of each
alternative would depend on current State procedures for district alloca-

M » . . .
tions. The report comsiders both the;gﬁfft in administrative responsibili-
ties and the new data required by each proposal. Apparently, however, none
of the alternatives resolves an underlying conflict between the currency
and the consistency of data needed for district allaéationS, and it remains

unclear whether any of these proposals would be better overall than the cur-

rent district allocation procedures.

A
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The focus of "Title I Funds Allocation: The Current Formula" is
on'the procedures used for determining ESEA Title I funds to States;
counties, school districts, and schools. This report makes no explicit

recommendations for legislative action. . (The NIE is obligated to make

. recommendations as part of the overall study, but the final report ig

- .

not due until September 30, 1978.) > "

¥ NS
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« III..Implications : \\

\

- Several aspects of the cuérent ESEA iitleil program are described

4
in the NIE report that might be of particular interest to the Congress,

chIuding:

' —-the overall effectiveness of the Title I ‘formula in the allo-
cation of funds based on the number of children from low-income °
- families; * ‘

— the subcounty allocation process;
» ? !

— the spread of funds to schools within districts; and
. —-— the timeliness and accuracy of data used in the allocation
- process. _—
A. The Effectiveness of the Formula
The report demonstrates that the Title I formula is distributing

Federal assistance to States, counties, and school districts in propor-

a -

tions generally similar to the number of eligible children. Several -

~ exceptions occur, .however. A number of States distribute fgfgf‘withip

counties to.school districts by formulas that vary fr&n the Federal for-

e

mula for allocating to&counties, causing significantly different patterns |

of allocations at that level than if the Federal formula had been used (a
topic that will be discussed in tq# next sectionm).

The report also indicates that, in general, counties with ‘the highest'

concentrations of eligible children receive the lowest Title I dollars

. 17/ “w
per eligible child. It is not stated how many school districts or chil-

dren are involved, but about a quarter of the total Title I allocation is
T ‘ -~ v

<

17/ 1bid., pp. 14-15. :
. 19

an\,w_



CRS-15 .

» B ’ )

, . . - . L .
currently distributed to counties with concentrations .of 30 percent

-
A .

or more eligibie children. However, in an analysis,of the redistriby-
[ . ! -"; - ?} N “ =

tive effects of Title I allocations at.the schoql district level, when

districts were grouped in quartiles by the percentage of pupils in pov-

A .

erty, those district’s in the highest quartile of poverty received five-

and-a-hal f times as much’ Title I aid.per pupil as districts in the lowest
. __1_§/ ¢ . -

quartile. .t s

- 'S

The main reason that allocations are not exaptfy proportional to
L ’ . .
eligible children is the cost factor. Expenditures per pupil are higher

in some States than others, and the 'Title I formula allocates more dollars

\‘ -. : 3 k3 3 . \
per eligib)e pupil fo those States. Counties with high conqgg:;gtlons of

L
.

poverty ¢ ildren are generally located in the South, where on t e average

the expenditures per pupil are lower. A possible justification far the

’

differential cost fictor is that equivalent educational programs and ser-
4

[y

vices may cost more in States with higher ex%enditures Per pupil; however,

B.. The Subcounty Allocatjon Process .
. v « . 5
The NIE report claims that 22 States distribute Title I allocations

to school districts within counties by means of formulas that differ from-’

v
.t

.
-

the Federal allocation formula to counties. These findi&&s are not néce§-

s -
~

sarily at variance with the requirements of the Title, I progtam. The

L3

18/ 1bid., pp. 92-91\. ’ ) .

i \ ~ 2 R
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4

U.S. Commissioner of Education to make allocations directly to school

> .

\
i
Title I legislation indicates that if data are not available for the ° ]

dis;rigfs, then the Commissionmer i3 to determine allocations to coun-

. o S
b ties, anq,State educational agenciZs are to make the subcounty alloca-

N .
<

. tions. States are required to make these allocations on an equitable

, Q
basis, subject to criteria prescribed by the Commissioner. The-report

.

does not indicate what criteria have been prescribed, nor does it ana-

. lyze whether the allocations by States have been on ar equffabfe basis . ’

What the NIE study did find was. that some Sf;kes use different proce-

~ -

dures, causing a different distributionat the subcounty level than if

the Federal formula for countieg had been uéeq at the subcounty level.™ ‘f
RN - :
It is.unclear from the report whether a problem actuall;‘exists‘regard-
i‘ . - .

iﬁlocations, and if-so, whether the legislation needs

4ing subcounty

changing or whether the criteria prgscribed by the Coumissioner neeqs -

to be strengthened. ,

, Four States were found that ignored the county allocations alto-

gether, an action that does appear to be at variance with the Title I -

1 °

legislative requirements. The report does not make any suggestions -

regarding these States., 3 ( _ : .o

, The report does not address the question of whether data on eli-
gible children are available for the Commissioner to make subcounty
b. allocatibns'qirectly, and if not, what circumstances need to be over-
o i1ab) . }ﬂ., A
+ come to-make such-data available. Since the NIE was able to ob in-

Ors&apsky data for all school districts with enrollments.over 300 chil-

dren, the Commissioner possibly could hdve made diréct allocations to at

. .
-

.

Q ) - . ' 2_2 . -
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‘least those school,districtj\(almost three-quarters of all school dis~
d g . . . -
, Lricts have enrollments greater than 300 pupils; accounting for nearly

.99 percent of' the nation's total public sckool enrollment). ¥ .

C. The Spread of Funds to'Schools\ - A {4 : ‘*.
The ﬁIE report estimate; that 68 percent of all schools in Title I .,
dist\cts are determined eligible éb;,Title I services, and 94 percent o
f
of these are selected to be target schools. The eligibility rate'ﬁegms$

A »
very high because, with some exceptions, only schools with above-average .,

e

concentrations of poverty are supposed to be eligible for services. Fur-

“

thermore, the report claims that districts are encouraged by.the regula-

tions to be select1ve in choosing target schools, but more than 86 percent

19/
of tﬁ% districts report serving all e11g1b]e schools. It appears that

the NIE investigated neither the enforcement of the regulations nor the.

3 . —
- .

actual proEesS with which school distiicts picked eligible and target

- ¢

schools; the causes ,and possibie solutions ‘'of these problems remain

1 .

unclear from 'the report. .

. » . A Ll » 3
.— % A statistical anglysis by the NIE indicates that, on the average,

r - -
. g \

Ezg;thirds of every Title I dollar is being used to increase the spending

-

&

of school districts, while the remainder is ‘apparéntly being used to dis-—
< .

place local funding. Since .all Title~{ funds are suppoged to be used for
additional qunding, there ‘appears to be some violation of legislafive"
ot

intent. The réport makes no suggestion for correctlng th1s prob]em nor

.

«

does it analyze which districts are in full compliance and which are not.

i

. N N 6 , .
19/ 1bid., p. 63. L < - . .
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D. The Timeliness and Accuracy of Data_

N
»

. . ‘ . /s . . .
Despite gtudies, evaluations, and special surveys, the NIE report
B . -

"‘ind%cates that the only accurate poverty date at t7e county level are

-

the  Orshansky counts based on the decennial censuS\ff populatior. The

3

Orshansky counts currently used in the Title I formula are bdsed on 1969

income reported in a sample of the 1970 census. An accurate update of
e RS '
‘thesé'figures:will not be made until the 1980 census is processed, and

these data may not be available for Title I allocations until fiscal
L . . 7

year 1984 — fiscal‘jear 1974 was the first year the 1970 census data

- ~

'/ﬂsere used for Title I_allocaiions. G}Shansky children represent 90 per-

£y

cént of the current Title I eligibles, and therefore an accurate and
) a” °
timely count of them is of maj@r importance in the ?ifle I formula.

4

¢

The Survey of Income and Education (SIE) in 1976 offers data that

\

’

.are more ‘timely than the 1970 census. It indicates that major shifts

A}

in poverty populations have occurred amo:f;ffj/States since 1970. “How- .

ever, at the State Lgvel, the SIE estimates of poverty counts probably -

N, ‘.\ -
are. 1¢ss aceurate or statistically reliable than those from the 1970 cen-

. e ’ . . .
Csus. . Furthermore, the size of the SIE sample wasstoo small to estimate

N

v & o~ A

‘"povgrty'populations at the county or school district level, although even

. 20/
the 1970 census ‘data are not entirely reliable for ‘the smallest counties.‘e

There may be methods of deterﬁining Sfate Title I allbcagions from the P76

SIE data and determining county alTocations within States on somg,ather

4 © 4
¢

* o

20/ Ibid., p. 72,

. 23

}
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basis,\such as 197q,poverty data, but the report does not distCuss
"this possibility.

4

- -

Tﬁé'pbssible use of some type of AFDC data to heip keep track of

shifts in poverty populations between census years apparently-was not
‘ ' ~

investigated in the NIE study. Using AFDC data for this’purpose'pas

been considered before, and some may justify its’'current usage in. the

. .

Title I forfiula on this basis. . \

-

'

Little is said about the efficacy of using neglected, delinquent,

or foster children in the formula, although the report does claim that

> t

the foster éhildqén“dkté%are considered unreliable and are actually
. ‘ .- 21/
* used in only 30 states for Title I allocations.

A .
‘V\ * v 6
-
’ .
-

-
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IV. Research Limitations

The NIE report provides a broad perspective on ESEA»Title:I allo- -

cations. Nevertheless, there are problems with some of the analyses,

- . .
~

and ceytain topics are omitted from the research altogether , thereby
) .8 .
limiting the overall usefulness of the findings. This review of the

limitations follows the order of the summary of findings: the alloca-

tion formula, the effects of the formula, and poséiblg changes in the

.

formula. .
- 1

A. The Title I Allocation FormuTa

'
~

The NIE analys¥s of the allocation formula excludes almost 20 per-
- A P - ’ . <. ©
cent of the Title I allocations, consisting of grants for gtgte agency
programs, State administration, Puerto Rican schools, Bureau of Indian

Affairs, and outlying tefnitories, as well as Part B special indEntiyé

grants. Since these grants are important in their own right and also

~

*influence the allocation level for s ol districts, it would have been
. ] 3

useful to investigate the relation between these grants and grants to
’ . LY S

school districts, ipcluding an estimate of the relative need for each

tybe of granti

The NIE description of the allocation EJ:;ula is based at various

times on the Title I statute, thé\regulations, and the guidelines.
Appendix B of the report provides one such description that i's detailed
. .

and generally accurate ‘(although some specific provisions are overlooked

in the appéndixgguch as: the 85 percent hold harmless on previous year

* — -]

- o5EL ) . - . .
payments applies only to allocations and not?to entitlements; Puerto Rico

~

.

Aruitoxt provided by Eic:
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ig limited to receiving 75‘percent of the full amount it would other-

N

wise receive). However, it might have been useful for the report to

provide a technlcal sutmmary and comparison of the key ébmponents of

a

the statute,rregulatlons and guldellnes as they relate to the for—
aula ana its administration. For example, a point is made that some.

N R < R < .
States maﬁqésubcounty allocations at variance with the county alloca=>

) . !
tions de®ermined under the Federal formula. Ailth ugh subcogyty allo-

cdtions are required by statute to be made in accordance® with criteria

. % S .o o
prescribed by-the U.S. Commissioner of Education, these criteria.are
. £

* & . _—

absent from the report. .

. \ . - 4

-

B. The Effects of'the burrent Formul a ' T

[y
3

' -~ < ‘ : .' "
The report provides no:real standgrd of need for funds beyond
b ~ . g c .
the number and concentration of‘povefty children. Such.children are

4 .
ofly partially sufficient for qu&uation because the formula contains . i
soa ! - : et

‘pot only AFDC and other children but also a cost factor that modifies |

o

the allocation per child. For example, the share of allocations is

descriped for central cities and the Southern region, and the number

of poverty children is also given.: However, no standard is given with
. . . ‘ ) v

which to evalpate what the optimum share of funds should be for thosge

places. On a fundamental level, the use of poverty as a measure of the

special financial or educational needs of school dlstrlcts is not dis~

\lussed in the report. //fQT\\

. P , B

. ‘ -

Without a measure of need, there is little basis for evaluating

/  the totalgamount of Title I fundlng The appropriations level ig lesgs
. \

/ than total éntitlements, but the coneequences of thi’s ‘for the program ‘are’

f Q 3 - £ ’
Rae ' S 26
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Although it can be' speculated that more funding would pro-

vide gre ter serv1ces,\ﬁpere 13’3p analysis on whether the marginal

- L ~7
A S

return on serv1ces would increase or decrease at various fund1ng levels.

3

-

On a different dimension, ‘current Fitle I funding alégys for some-Fed-

< . . P A e
eral lqé@ershxp in compensatory education, But addit{ional analysis
J . . . -

‘might\shgw that nearly the same amount of leadérship could be provided

*withﬂa|&$wer level of funds; however, this q%pectuu the Title I pro-

-

not/}nvestigated either. - L
\

county level an§1ysis,‘the report is b:?éé on~a count of
- \
. ' \"L\ N -
Orshansky ldren from the 1970 census that represents a r%yision of
22/
the off1c1al figures used in the Title I formula. The, revised count

inclwdes an additdional 19, 000 ch11dren The eport claims-that thege

N

f1gures are< somewhat more accurate? than the official numbers, but /d
o~ -
S -

gives no indic tlon of how they affect the analysis of fund d13tr1bu-

-~

tions or whether_the Office ,of Education should be using them in the

N

Titie I formula instead of the current numbers.. )
. ~

Thg county analysis is also made more tentative bgtause of the fact

V 23/

that four States ) found that d1sregarded the county al}ocat1ons :

If~county allocations are dlsregarded, the share of Title I funds allo-

. . . . !
cated to ;6§T8§e§%és place ty‘es reported by the NIE represents a hypo-

. % .
thetical distribution rather than actual disbursements. .

-

L

“

N

- ’\ ’

.
PR X
22/ 1bid. . 115, e
23/ 1bid. . 44. The four thtes, Iowa, Minnesota, North Dakota, and
' Oregon account for nearly four percent of the Title I alloca-

tions.

.
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The report contains a possibly misleading discussion comparing

the differences in county allocations based on currently eligible chil-
24/
dren and those based only on census children in the Title I formula.

The analysis jmplies that central cities and the Northeastern region

- » Y

would benef1t from the exclusion of AFDC, neglected, de11nquent, and

? -

foster children From the formula In fact, those places would be at a

~-

digadvantage from such an exclusion. (The NIE study did not recompute

allocations as"the discugsion implies, but rather divided the current

Y

allocations by the number of poverty children, producing disproportional

increases in dollar§ per child in areas with high numbers of AFDC chil~

p

dren. The regulting numbers show the'benef1ts of AFDC chlld?gn in the -

o

} current formula rather than the potential benef1ts if thege ch11dren

) ' N

were excluded.)

» For d1str1ct level analysis, the report again ££}1es on: the reviged
. v

Orshanaky poverty f1gure8, and&tyere is do 1nd1cat1on how this 1df1uen»es

~

theganalys1s. Furthermore no Orshansky figures are ava11ab1e for school

d1etr1cts with enrollments under 300 ch11dren Since these smaller dig-

tricts account for more than 25 percent of all districts, there is no way

L0 judge the effects of excluding them ﬁ;om ghe &nalysis, although the use
of quartile analysis —- such és was, used in the discussion of the redig<

. tr1but1ve effects of Title I -- ig likely to be egpecially dbns1t1ve to

their omission.

P

24/ Ibid., pp. 20-223V
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Part of the district analysis is dependent on sample surveys of
school districts. The report does not fully identify these surveys,

nor does it always specify the size or other characteristics of the o

4

samples. However, somé of these may be small and may also exclude dis-

tricts with enrollments underf 300, with undetermined consequences for

the analysis.
At the school level, ‘the report indicates that.a surprisingly
large number of schools was selectedéce receive services. However, the

study apparently made no attempt to check the school district records”

e

. . P
as to why and how such a high percentage of schools was chosen, and the

report does not discuss whether there were any educational disadvantages

.
v %

or benefits resulting from the spread of funds and services among many
) .
schools. o

" C. Possible Changes in the Allocation of Title I Funds
- In its discussion of possible changes in the Title I formula, the
NIE r;port analyzes the impact of the current cost factor and the dis-
tributional conseéaences of tyo alternative factors. {ggmﬁepppf‘éoes not ,
£

however, investigate the educatioﬁal br financial need ié};fhe current
cost factor, and it does not'analyie the coséﬂfactor that ;as used prior
to the Education Amendments of 1974 (the old factor was equal to Half of
the greatér of the Staté!or national average per pupil expenditure). .

The report also finds what appears to be seriows flaws in the current

~

calculation of eagh State's per pupil expenditure. This information is
T I
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IR . . . . .
presented in a footnote, however, and no suggestion is made fér cor-

recting the problem. The footnote reads:

y
« -

The data, however, are far from perfect because
States do not have uniform reporting or accounting
gystems. State contributions to educaggrs' employee
pension funds; for example, might be iffcluded in
calculating average expenditures. ' In nine States,
retirement programs accountéd for more than 10 per—
cent of current expenditures in 1974 (1974-75 expen-
ditures were used in the 1977 allocation). On*the
other hand, retirement contributions accounted for
less than four percent of'state.expenditures in sev-
eral States. It is not clear that state contribu-
tions actually vary so markedly. It appears that
some SEAs [State educational agencies] have account-
ing systems that enable them to identify such expen-
ditures and others are unable to include such
contributions because they are made by other state or
local agencies,

Another difficulty encountered in the use of the
cost factor relates tNthe definition of ADA [average
daily attendance]. 1In accordance with the statute,

OE [Office of Education] asks States to report ADA “ag
defined by state law." Because States defifie the term
differently — some, for example, count absent children
with excuses -- States with gimilar enrollments and
expenditures might have different per-pupil expenditure
figures. 32/ '

\
v . .
-

With .regard to possible changes in the eligibility criteria‘in the

I3

- formula, the report indicates that- timeliness is-a critical problgq‘with
the 1970 Orshapsk¥ data, yet other estimates of povergy countsg are pr§ghbly
less accurate, No resolution to this problem is suggested. If the Title I

formula continues to use the 1970 Orshansky data, there probably wiil be no

update available until fiscal year 1984. The NIE;réport does not consider

3

ERI
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the consequences of this possibility, and q&.attempt is made to esti-
mate the potential qislocation of afl;cations until newer data are
available. It would have been useful to know how many other Federal
programs use Orshansky datalfornallocation purposes and how those pro-
grams deal with the updating problem. . /

"Some aspects of using AFDC children in the formula a;e analyzed, .
but the report does not attempt to canfirm'or deny one of the reasons
suggested for including the AFDC children in the first place -- to
adjust the eligibility factor annually in order to keep track of shifts

26/

in the poverty population. An analysis would have been useful on

the extent of annual adjustments occuring because of the AFDC inclusion,vx

-

and an estimate on whether the adjustments. reflect any actual changes in

poverty populations. The AFDC figures might also be just{fied as a
methoa for increasing allocations to urban areas with high educational
costs, but there is no analysis of fge exéent to which such areas have
higher costs or whether the Title I cost factor {s sufficient by itgelf

to meet these possible needs. The major alternative to the current AFDC
™~ “
v

factor in the 1974 Congressional delikerations on Title I was the™ise of
the full AFDC caseload in the formula, yet this alternative was not inves-

tigated in the NIE report.

Y, ] . . L. '
The report contains no analysis of the 85 percent hold-hatmless

< . >

26/ A discussion of this question may be found in U's. Congress. House.

- Committee on Education and Eabor. Report to Accompany H.R. 69.
washington, February 21, 1974. (93rd Congress, 2nd Session.
Hoéuse .’ Report)no. 93-805); p. 9.

31
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N M 5 . .
provision on Title I allocations to counties afi school'districts.
Although few districts currently benefit from this provision, many

would be likely to if the formula were -revised without a significant
. '.' . . . . . 3 \
+ 1ncrease 1n appropriations. An analysis or a discussion would have
w
been useful concerning possible percentages of, for example, 100 per-

cent, 85 bbrcent, and some smaller amount, for the hold-harmless

.
)

provision, ‘including the likely administrative and programmatic conse-

3

quences at thevdistrict and school levels for these different amounts.

-

Since the overall NIE study is about compensatory education pro-

”

grams rather than just ESEA Title I\\:Fd since 16 States operate their —

\ s ’ K3 r
own compensatory education programs, it might have been helpful to

report on the allocation procedures of the State programs.” Perhaps

some States have found a more.efficient method of distributing funds

L]
*

«or a better measure of poverty. Although the NIE study has included

the State"programs in some of its surveys, this report does not men-°

tion them in regard to the allotation of funds.

°

O
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V. Context of the Report

[ . : ‘ §
One of the provisions of the Education Amendments of 1974 required

.

n that the NIE make a sﬁudy of fhe purposes and effectiveness of compen-

. satory education (section 821, Public Law 93-380). ‘Specifically, the

0 ~

study shall inclade:’

a. an exgmination of the fundamental purposes of compensatory .
education;

- ’ 3

b. an snalysis of the means to identify the children -with the
greatest need for such programs;
-~ = '
C. an analysis of the effectiveness of methods and procedures
for meeting the educational needs of sucgh children;

Y d. an exploration of alternative methods for dlstr1but1ng com—
: ‘ pensatory education funds to States and-school districts in
a timely and effective manner ;
- Al ®
e, not more than 20 experlnental programs , geograph1ca11y rep-
resentative, to assist the NIE in carrying out thefpurposes
of this .study; and ‘

f. findings and reconmendationé,‘including recommendations for
changes in ESEA Title I or for new legislation.

Funding for the NIE sthdy amounted to $15 mif}ion, to be obligated'
S during fiscal years 1975 through 1977. As smended by Public Law 94-482,
the law requires the NIE to submit interim fepérts to the President and

“the Congress on December 31, 1976,'and oh.September 30,_1977, and fo sub-

mit a final report on:September 30;.1978.
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Six reports constitute the NIE~interimipeport of Septeaber 1977. These

o *

’
are entitled: ) o

- N
: 3 -

( " "Administration of Compensatory Education"
"Compensatorf Education Serviceg"‘
”Demon;tégtionKStudies.of Funds Allocation witgin Districts"
“The~Effects of Services on Student Devélopment"

“"Title I Funds Allocation: The Current Formula"

*

\\\‘"Using Athievement Test Scores to Allocate Title I Funds"
) The interim report of December 1976 is entitled "Evaluating Compensatory

Education." It discusses NIE's strategy for the overall study and‘presents
. gy

4

preliminary findings of a survey of compensatory educational services in 100

school districts.

¢

The NIE has designed 35 research projects to make a comprehensive
" response to the mandates of the~1egislation. The specific projects, the
contractors, and the completion dates of each project are described in

. Appendix B of "Evaluating Compensatory Education.” The NIE Mas divided the

’

projects into four major areas of inquiry:

a. funds allocation research, including alternate measures of pov-
erty, not more than 20 experimental programs for school districts
(16 districts participated in the first year,-13 in the second
year), a computerized simulation model, an analysis of the rela-
tionship between pbyerty and educational achievement, the distri- ‘
butional consequences of using student achievement measures, and
the subcounty allocation process;

b. research on services, including a survey of compensatory edu-
- cation in 100 school districts, case studies on noninstructional
services provided under ESEA Title I, and a teacher-training study;

e . 4 | +

L%
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itle sI authorization for appropriations was extended through
Y. . fiscal year 1979 under the }rovisions of the Education Amendments of 1977

(P.L. 95-112, September 24, 1977). Without further Congressional actionx

.

extend Title I for one additional year. SeyeiaL bills have bggg introduced

P CRS=30 ~

N .

research concernigg effects on children, including alternative

approaches education, guch as cross-age tutoring, client-con-

trolled eledentary schools, the extent of parental involvement,
and some studies of teaching basic skills in reading and math-

ematics; and

-

administration, including a study of the Federal administration
of ESEA Title I, a survey of how States rpgulate ‘ESEA Title I.
and State compensatory education programs, a case study on ESEA
advisory councils,.
hoolchildren in com- .

Title I and deségregation, a study of paren
a study of the participation of nonpublic °
pensatory education programs; a review of test bias and the

classification of children. (A'stqdy of thg problems of imple-
iginklly planned,

menting ESEA Title I in rural schools was or
but has been cancelled.) '

A

-

section 414 of the General Education Pravisions Act will aytomatically

in the 95th Congress to extend Title I authorization for additional years,

including:

-

.

H.R. 15 (Perkins), "Elementary and Secondary Education,
Act of 1977." Among other provisions, extends the Title I
authorization through fiscal year 1983, making no other
changes in Title I legislation. )

N [}
[

S 1753 (Pell), "Elementafy and Secondary Educationg Act
of 1977." Contains' Title I*provisions similar to H. 5.

H.R. 7571 (Quie), "Elementary and Second4ry Education:
Act of 1977." Among other provisions, extends the Title I
authorization through fiscal year 1982, but hanges the pur-
pose of Title I to provide financial asgistapce for programs
that help bvercome deficiencies in children'ls basic learning
skills, and would allocate funds according educational -
need as measured by an assessment of reading, mathematics,
and* language arts.

. a

.
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*H.R, 9968 (Chisholm), "Title I Amendments Act of 1977."
Among other provisions, extends the Title I authorization
through fiscal year 1982,Yand provides for greater Title I
parental involvement through the gxisting parent adv1sory )
éounc1ls and modifies variolis Title I administrative
reqp1rements regarding State app11cat1ons audits, com—
plaints, and 'the enforcement of provisions. Would also
authorize certain a ditional s er 'education programs,

' parent edukation programs, and rsonnel retraining programs.
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NOTE: A more current and” detailed description of Congg¥s-

- sional activity on the extension of ESEA Title I,
including hearings, reports, legislation, and other
N Congressional actiom, may be found in:

U.S. L1brary of Congress. Gongressional Research
. Serwvice. Title I of the Elementary and Secondary
- Education Act by Robert F. Lyke. (Frequently
updated) Issue Brief 77107.
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